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SUBJECT: Enpl oyers Notify Enployees O Federal EIC/Leg Intent To Study Tax Preparer
Fees Charged For Filing Cains For Earned I ncone Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALY SISOF BILL ASINTRODUCED/AMENDED STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

This bill would require that every California enployer that provides unenpl oynent
insurance to their enployees shall notify their enployees of each enployee’'s
possible eligibility for the federal earned incone credit (EC).

This bill also would provide that it is the intent of the Legislature to study
the fees charged by tax preparers to prepare a claimfor the federal EIC.

SUMVARY OF AMENDMENT

The April 5, 1999, anendnent added the | anguage requiring California enployers to
notify enployees of their possible eligibility for the federal EIC

EFFECTI VE DATE

This bill would be effective January 1, 2000.

SPECI FI C FI NDI NGS

Exi sting federal law allows eligible individuals a refundable EIC
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A refundable credit allows for the excess of the credit over the taxpayer’'s tax
liability to be refunded to the taxpayer. The credit is a percentage of the

t axpayer’s earned incone and i s phased out as income increases. The percentage
vari es, based on whether the taxpayer has qualifying children. The federa
credit for taxable years beginning after 1998 is determ ned as foll ows:

El i gi bl e I ndi vi dual Ear ned Compl etely Credit % | Maxi mum
W th | ncome Phased- out @ Credit
1 qualifying child $12,300 | $26, 473 34 $2,271
2 or nore qualifying | $12,300 | $30,095 40 $3, 756
children

no qualifying $5, 600 $10, 030 7.65 $341
children

The anpunt of the federal EIC is reduced by alternative mininumtax (AMI), if
any.

Exi sting federal law allows an eligible individual to receive advance paynent of
the EIC by providing his or her enmployer with a Form W5. Taxpayers who receive
advanced paynents of the EIC nust file an income tax return. Any advanced
paynments whi ch exceed the allowable EIC are recaptured. Wile ElIC recipients may
pay little or no inconme tax, allowing the EIC to be received through advance
payrments is intended to offset the burden of social security and other payroll

t axes.

Exi sting state | aw does not provide for an earned incone credit.

This bill would require every California enployer that provides unenpl oynent
insurance to their enployees to notify enployees of their possible eligibility
for the federal EIC

This bill would permt enployers to give or nmail either any federal notice
relating to the availability of EIC or any notice created by an enpl oyer that
provides sufficient information to informthe enpl oyees of their possible
eligibility as provided by the bill.

Also, this bill would provide that in order to alleviate the tax burden on | ow
incone persons in California, the state would facilitate the furnishing of
information to these persons regarding the availability of federal EIC, so that
eligible taxpayers may claimthe credit on their federal income tax return. This
bill would provide that it is the intent of the Legislature that such assistance
be provided in the nobst cost-effective manner.

In addition, this bill would provide that it is the intent of the Legislature to
study the fees charged by tax preparers to prepare a claimfor the federal EIC

| npl ement ati on Consi derati ons

The Franchi se Tax Board would be required to notify enpl oyees as provided in
the bill. Providing this notice and inplenmenting this bill would not
significantly inpact the departnent.
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FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact departnental costs.

Tax Revenue Esti mate

This bill would not inpact the state’s incone tax revenue.

BOARD POSI TI ON

Pendi ng.



